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TO OUR SHAREHOLDERS 


We have now completed our first full year of operation as 
a Public Company, and while 1973 was not without its 
disappointments, it was a year of gratifying growth. 

Premiums processed during the year showed an 
increase of 23.6% over 1972. However, the commission 
and fee income in the Statement of Earnings does not 
reflect this growth due to the elimination of inter- 
company transactions on consolidation. Before 
eliminations 1973 commission and fee income was 
$1,932,012 or a gain of 23.5% over 1972. Net earnings 
for the year were $514,031 a 33.4% increase over 1972. 
Earnings per share were 76¢ for 1973 based on 676,000 
shares outstanding compared to 90.5¢ for 1972 based ona 
monthly weighted average of 425,000 shares outstanding. 

This past year was disappointing in that the earnings 
of Markel Insurance Company of Canada did not meet 
expectations because of an underwriting loss during the 
latter part of the fourth quarter. However, after including 
investment income net earnings after taxes were $117,262. 
From information available at this date it appears that for 
1973, the Canadian general insurance industry will 
experience the largest underwriting loss in its history. 
Spiralling inflation has materially increased the cost of 
claims settlements. We are continually examining our 
premium rate structure and individual account loss ratios 
to produce an underwriting profit. 

The transfer of policies to Markel Insurance Company 
of Canada proceeded in an orderly fashion and was 
completed in December 1973. During 1974 we will have 
the advantage of a full year’s premium in our Company 
and the resulting investment income on our portion of the 
retained premiums. 

We are pleased with the progress being made in our 
internal expansion and diversification programs although 
very disappointed that our attempts at acquisitions last year 
met with legal restrictions due to the 40% non-resident 
ownership. Our cargo insurance business is growing at a 
substantial rate and we are in the process of developing 
facilities and recruiting staff to expand into other commercial 
insurance areas. We have employed Mr. David W. Clark, C.A., 
as Comptroller to provide additional depth in management 
and assist with the diversification plans that we are 
developing. At the present time we are participating with 
Calvert Insurance Company in an aviation agreement in the 
United States, which is managed by Markel Service, Inc. 
Reinsurance facilities have also been arranged for writing 
aviation insurance in Canada at such times as the rating 
structure and market conditions improve to the point that 
we can be assured of reasonable underwriting success. 


Our insurance diversification will be directed towards 
commercial specialty coverages and our staff will be 
continually analyzing the Canadian needs in this regard so 
that we can offer our Agents the markets and service they 
require on their commercial risks. It is our opinion that 
specialized fields of commercial insurance will be the best 
direction for our organization to develop and provide 
additional growth for your Company. 

The trucking industry in Canada continues to grow 
with the Canadian economy and we look for 1974 to be a 
continued growth year for it which will be reflected in our 
premium volume and commission income. Experience in the 
United States indicates a substantial reduction in accident 
frequency and severity due to the reduction in the speed 
limit which will be of benefit to us on insureds travelling 
into the United States. The current fuel cost increases in 
Canada could result in a reduction of inter-city auto traffic 
and thus lessen our exposure on our insureds Canadian 
operations. Our safety services are being intensified with 
insureds to reduce accident frequency, severity and to 
further improve our overall risk selection. 

Our investment portfolio, which is largely in fixed 
income securities, should continue to benefit from the high 
interest rates of today while our equity investments will 
partially offset inflationary trends in our economy. We are 
currently maintaining a strong cash position as opposed to 
committing our funds to the rather unstable stock market 
conditions of the present. Similarly, the high interest rates 
of the short term money market will continue to provide 
benefit from our cash resources. 

We view 1974 as a year of challenge and opportunity 
and face it with confidence and optimism. 

Again, our thanks to our dedicated employees, and 
our Independent Insurance Agents for their continued 
loyalty and support during the past year. 


WL Wash 


Milton L. Markel, 
President 


Graham E. Goodchild, 
Executive Vice-President. 


MARKEL FINANCIAL HOLDINGS LIMITED 


and subsidiaries 


Consolidated balance sheet 
As at December 31, 1973 


ASSETS 


CASH, ACCOUNTS RECEIVABLE AND PREPAID EXPENSES 
Cash and term deposits 
Accounts receivable 
Accrued interest 
Prepaid expenses 
Prepaid premium acquisition costs 


Income taxes recoverable 


INVESTMENTS 


Bonds —at amortized cost (market value $2,941,750; 1972— $2,007,687) 
Preferred stocks — at cost (market value $360,280; 1972— $379,474) 
Common stocks —at cost (market value $395,290; 1972 — $566,913) 


Investment in associated company (note 1) 


OTHER ASSETS 


Advance to trustee under employee stock purchase plan 


Equipment and automobiles-— at cost, less accumulated depreciation 
(1973 — $96,452; 1972— $87,858) 


SIGNED ON BEHALF OF THE BOARD 


WL Wash 


Director 


CZ, Lh 


Director 


1973 


$ 
1,781,503 
4,400,297 
89,592 
61,592 
94,963 
11,655 


6,439,602 


3,046,327 
419,524 
470,992 

2,728 


3,939,571 


231,000 


89,393 


320,393 


10,699,566 


eye. 


$ 
1,496,188 
1,913,088 
33,053 
34,777 


Wdj200 


3,554,365 


1,968,687 
391,899 
539,394 


2,899,980 


231,000 


83,768 


314,768 
6,769,113 


LIABILITIES 


ACCOUNTS PAYABLE 


Accounts payable and accrued liabilities 
Premium deposits 

Provision for claims 

Income taxes payable 

Dividend payable (note 2) 


UNEARNED PREMIUMS 
DEFERRED INCOME TAXES 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK (note 3) 


Authorized — 
1,000,000 common shares without nominal or par value 


Issued and fully paid — 
676,000 common shares 


RETAINED EARNINGS (note 2) 


1973 


$ 
2,289,597 
764,078 
1,394,890 
401,000 
33,800 


4,883,365 


444,449 
40,200 


5,368,014 


4,162,700 


1,168,852 
5,331,552 
10,699,566 


Ione 


$ 


842,465 
898,041 


36,584 


33,800 


1,810,890 


1,810,890 


4,162,700 
795,523 


4,958,223 
6,769,113 


MARKEL FINANCIAL HOLDINGS LIMITED 


and subsidiaries 


Consolidated statement of earnings 


for the year ended December 31, 1973 


1973 172 
OPERATING INCOME $ $ 
Premiums earned 2,354,211 a 
Commission and fee income 1,295,266 1,563,724 
3,649,477 1,563,724 
INVESTMENT INCOME 
Interest and dividends 353,723 118,835 
Associated company (note 1) 2,610 _ 
Realized gains on disposal of investments 26,914 19,741 
383,247 138,576 
4,032,724 1,702,300 
EXPENSES 
Losses on claims incurred 1,847,329 — 
Operating expenses 1,204,064 974,306 
3,051,393 974,306 
EARNINGS BEFORE INCOME TAXES 981,331 727,994 
PROVISION FOR INCOME TAXES 467,300 342,700 
NET EARNINGS FOR THE YEAR 514,031 385,294 
EARNINGS PER SHARE 
(based on monthly average number of shares outstanding — 
676,000 shares ; 1972 —425,000 shares) 76.0¢ 90.5¢ 
Consolidated statement of retained earnings 
for the year ended December 31, 1973 
1973 1972 
aaa ail =m 
BALANCE— BEGINNING OF YEAR, as restated (note 2) 795,523 486,810 
Net earnings for the year 514,031 385,294 
1,309,554 872,104 
Dividends 135,200 33,800 
Share issue and incorporation expenses written off (net of income taxes 
relating thereto of Nil; 1972 — $35,816) ___ 5,502 __ 42,781 
140,702 76,581 
BALANCE—END OF YEAR 


1,168,852 


795,523 


Consolidated statement of changes in investment funds 


for the year ended December 31, 1973 


SOURCE OF FUNDS 


Operations — 
Net earnings for the year 
Depreciation 
Loss on disposal of fixed assets 
Deferred income taxes 


Proceeds from disposal of fixed assets 
Proceeds from issue of shares 
Increase in unearned premiums 


Decrease in cash, accounts receivable and prepaid expenses over accounts payable 


USE OF FUNDS 


Increase in cash, accounts receivable and prepaid expenses over accounts payable 
Purchase of fixed assets 

Dividends 

Share issue and incorporation costs written off 


Advances to trustee under employee stock purchase plan 


FUNDS AVAILABLE FOR INVESTMENT 


INVESTMENT FUNDS — BEGINNING OF YEAR 
INVESTMENT FUNDS—END OF YEAR 


514,031 
34,840 


40,200 
589,071 
20,325 
444,449 
187,238 
1,241,083 


60,790 
135,200 
5,502 
201,492 
1,039,591 


2,899,980 


3,939,571 


385,294 
20,661 
8,252 


414,207 
22,224 
4,160,200 


4,596,631 


1,351,554 
66,586 
33,800 
42,781 

231,000 
iZoe | 

2,870,910 


29,070 
2,899,980 


MARKEL FINANCIAL HOLDINGS LIMITED 


and subsidiaries 


Notes to consolidated financial statements 


for the year ended December 31, 1973 


1. Principles of consolidation 


The consolidated financial statements include the accounts of the 
subsidiaries — Markel Insurance Company of Canada and Markel 
Service Canada Limited. These subsidiaries were incorporated 
during 1972 and commenced operations on January 2, 1973. 


The investment in MS Insurance Agency Limited, an effectively 
controlled associated company, is accounted for on the equity 
basis. 


2. Change in accounting principles 


Retained earnings and dividends payable of the company as at 
December 31, 1972 have been restated to give effect to a dividend 
of $33,800 declared in 1972 but not accounted for in the 1972 
financial statements. In addition, share issue and incorporation 
expenses totalling $42,781 in 1972, previously charged against 
earnings, have been charged against retained earnings. 


3. Capital stock 


200,000 of the issued common shares of the company are subject 
to an escrow agreement, which requires the consent of Securities 
Commissions in certain provinces prior to their release from escrow. 


4, Lease commitments 


The company and its subsidiaries are obligated under lease agree- 
ments for office space as follows: 


1974 $33,576 
1975 32,042 
1976 32,042 
1977 16,995 
1978 2,082 


5. Statutory information 


The aggregate remuneration paid to the directors and officers of 
the company, as required under the Canada Corporations Act, 
was as follows: 


Number of directors of the company 7 
Aggregate remuneration as directors by — 

Markel Financial Holdings Limited $ 1,800 
Number of officers of the company 13 
Aggregate remuneration as officers by — 

Markel Service Canada Limited $165,592 


Five of the officers of the company are also directors 
of the company 


Depreciation charged in the year amounted to $34,840 (1972 — 
$20,661). 


Auditors’ report to the shareholders 
of Markel Financial Holdings Limited 


We have examined the consolidated balance sheet of Markel 
Financial Holdings Limited and subsidiaries as at December 31, 
1973 and the consolidated statements of earnings, retained earn- 
ings and changes in investment funds for the year then ended. 
Our examination included a general review of accounting pro- 
cedures and such tests of the accounting records and other sup- 
porting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present 
fairly the financial position of the companies as at December 31, 
1973 and the results of their operations and the changes in their 
investment funds for the year then ended, in accordance with 
generally accepted accounting principles applied, after giving 
retroactive effect to the changes in accounting for dividends de- 
clared and to the disclosure of the write-off of share issue and 
incorporation expenses referred to in note 2 to the financial state- 
ments, on a basis consistent with that of the preceding year. 


The comparative figures for the year ended December 31, 1972 
were reported on by other auditors and we have relied upon their 
report thereon. 


COOPERS & LYBRAND 
Chartered Accountants 


Toronto, Canada 
March 11, 1974 
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